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POLICY DIRECTIVE
TAXATION OF LOW SULFUR CLEAR DIESEL FUEL

In arder to clarify previous correspondence issued from the Motor Fuel Tax
Administration, and in accordance with Title 30, Chapter 51, Section 5132 (a) and
(b), Delaware Code, sales of low sulfur, clear (no red dye) diesel fuel to purchasers
not the holder of a valid special fuel user or dealer license must include the State
of Delaware special fuels excise tax in the purchase price. Only licensed special
fuel users and dealers can purchase low sulfur, clear diesel fuel tax free. As in the
past, licensed special fuel suppliers are autheorized to purchase special fuel tax free
regardless of the color of the fuel.

Sales of diesel fuel, which contains evidence of red dye in accordance with
Internal Revenue Service fuel dying regulations, shall be exempt from the State of
Delaware special fuel excise tax regardless of the license status of the purchaser.
Specifically, red dyed diesel fuel sales from a licensed supplier to an unlicensed
purchaser are not required to have the State of Delaware special fuels excise tax
included in the purchase price. Sales of tax free, red dyed diesel fuel are to be
reported by licensed special fuel suppliers on disbursements schedule 6E
identifying monthly totals by customer. The words "red dyed fuel™ are to be
recorded in column 4.

This Policy Directive is made in accordance with Title 30, Chapter 51,
Sectlion 5138 (a), Delaware Code. The effective date of this Policy Directive shall
be October 15, 1995,

RECOMMENDED BY: APPROVED BY:
DALE A. SHUIRMAN, DIRECTOR ANMNE P. CANBY, SECRETARY
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MEMORAMNDUM

TO: All Licensed Special Foel Uzers, Dealers, Suppliers and Fuel il
Dealars/Peddlers

FROM: Dale A, Shuirman, Direclor E ! :
Mator Fuel Tax Administration

DATE: January 23, 12496

SUBJECT: Palicy Directive Clarification

Thiz Memorandum is nlended to further clarity the POLICY DIRCCTIVE
regarging the TAXATION OF FOW SULAUR CLEAR DIESEL FUEL, slgned by the
Secretary of the Deparlment of Transpartation, Anne P Canby on Oclaber 15,
1895,

LOW SULFUR, CLEAR SPECIAL FUEL:

The Policy Directive states that ey Scensed Special Fuel Users, Dealers
and Suppliers can purchase fow sulfur clesr special fuel, tax free. bales of
e s0tlae clean spocial fuet to purchasers not the holder of a valid User, Dealer
or Supplier license ssued by the Motor Fue' Tax Adrinislradion, must include the
dpp-ocriate State ol Delaware Special Fuel excize lex regadiess ol hisleorical
Exprnption Markers atfized 1o the lank or pump. The Policy Direclive elinmatos

.the Exemption Marker program that the Botor Fuel Tex  Adoenistration  has
sreviausly enfarced, As exernpfion marker or cxemption puitber as pravioudsiy
issied by this Administrefion does nof aulharize the safe or purchase of Tax
free fow suffur, ciear special fuel.  The Policy Directive serves 10 further
clanify Title 30, Chapter %1, Secton $132 {al & (h), Delaware Code,

HIGH SULFUR AND LOW SULFUR, RED IYED SPECIAL FUEL: .

Transsctions invalding 1he sale andfor purchase of special fuel contzining
evidence of red dye in accordance with Inteingl Revenue Service tuel dying
regulations, ate to be exempi fram the State of Delgware Mator Fucls Excise | ax,
Red dyed special fuel shall be exempl from the Delawaoe Molor Fuels Excise |ax
regardless ot the suior content ol the tuel.  Please refer to the excoptions
paragraph below. No exemption markess are required to sl o purchaso red dyed
special fuel tax free.
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WARNING: 1T 1S A VIOLATION OF TITLE 30, CHAPTER 51, SECTION 5132(b),
DELAWARE CODE TO DELIVER TAX FREE SPECIAL FUEL TO, OR USE TAX FREE
SPECIAL FUEL IN A REGISTERED MOTOR VEHICLE (vehicle with a valid license
plate and registration as issued by the Division of Motor Vehicles).

As indicaied in the memo dated November 20, 1995, this Administration is
puthorized by, and working closely with the IRS 1o perform dyed fuel inspections
of licensed vehicles to enhance compliance. Anyone caught using red dyed
gpecial fuel in the propulsion tanks of a licensed motor vehicle will be subject to
IRS penalties ($10.00 per gallon or $1,000.00 which ever is greater} as well as
giate of Delaware taxes, full penalties and full interest as authorized by Tite 30,
Chapter 51, Section 5136(h), Delaware Code.

Individuals or organizatons having both taxable and non-taxable uses of
special fuel have the following options regarding special fuel purchases and usage:

1) Operate a dual tank system with one tank designated as "ON ROAD"
1axed (clear) and the other tank designated as "OFF HIGHWAY" red dyed tax free
fuel. Pay the State of Delaware Motor Fuels Excise Tax to the supplier of the
taxed tank,

2) Operate one tank designated as "OFF HIGHWAY ", receiving only red
dyed tax free fuel into said tank., Purchase all taxable "ON HIGHWAY?™ clear fuel
gl retall stations.

3} Operate one tank, become licensed and bonded as a Special Fuel
User. Receive tax free, clear fuel as a licensed Special Fuel User, and submit
monthly tax returns of the inventories, receipts and usage from the licensed tank.

4) Operate one itank, purchase taxed, clear special fuel. Use clear
special fuel in "OFF HIGHWAY" equipment and absorb the cost of tax. This
clearly 5 not advisable il the user has significant "OFF HIGHWAY", tax tree

USage.

REPORTING:

As identitied n the Policy Diwectve, sales ol tax free Red Dyed Special Fuel
are 10 be reported by hcensed special fuel supplers on the disbursements schedule
6. wentitying monthly totals by customer. The words “red dyed fuel® are 1o be
rpcorded in column 4. Tax free Clear Fuel sold to licensed special fuel users,
dealers or supphers should continue 1o be reported on the disbursements scheduke
GE with the license number of the purchaser recorded in column 4,

EXCEPTIONS:

1) School Buses - School buses used to transport students are federal
1ax exempt, as such, school buses are aulthorized 1o use Low Suffur, Red Dyed
fuel by the IRS. However, the Delaware Motor Fuel Tax Administration DOES NOT
gxempl non-state owned school buses from the State motor tuels excise tax. This
unigue situation results in licensed, non state owned school buses, operating
legaily with red dyed, federal tax free fuel. however, the State of Delaware Motor
Fuels Excise Tax |8 due on this fuel. Contract school bus operators have three
options as follows:

al Become licensed and bonded as & Specal Fuel User, purchase
Low Sulfur, Red Dyed, tax free Special Fuel. Then remit the Delaware Motor Fuels



Excise Tax hasad on the usage in busas. :

1) Make arrangements with a Lcensed Special Fuel Supplier to
supply ledewally tax exempt, Red Cyad Low Suliur Special Fuel, and pay the State
af Delaware Malor Fuels Excise Tax to the licensed Suppliar.

cl Fuirchaze federal and state taxed, clear special fuel and apply
o the IAS for o 1ax refund on the federal special fun! oxcise tax paid. Only Slate
owried schoo! huzes aqe exempt from the Stgle moter fupls excise tax,

21 Boat marinas - The DOirectar af the Delaware Molor Euel Tax
Administratian has ruled thal Low Sultur Clear Speclal Fuel salg to boal marinas
far redistribution Lo watercraft, bolh pleasure and commercisl, shal bo exernped
from 1he Policy Directive. Low Sulfur Clea Special Fuel sold 1o marinas for
redistrizulion to watercrall is exempt fram 1he Stzte of Deloware Motor Fuels
Exgise Tax.

Suppliers of Low Salfur Clear Special Fuel 1o marinas are to repor sich
Sdles oo dishurserrest scheoule BC wits "MARIMAT recerded an colums 4.

[T yau have amy oueslions regarding the this matter, you may contasct the
fotor Fuel Tax Administration al 1302)73%-4491,

P T 5

ce Christing Pochomis
FPeter A. Fillat
Anxdit and Compiiance Stalf
Jennifer Kiecari
mharon Bargo
Roie Wiest
Walaric Feppear, IS
Gary Patterson, Executive Diractor,
Celawars Pevioleun Councii



